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  Expansion Slows in January While Leading
Indicators Point To Accelerating Growth

The Fairfax County Coincident Index,
which represents the current state of the County’s
economy, fell slightly in January to 128.1, a decline
of 0.07 percent.  The Index had been positive over
the previous five months and is 3.9 percent higher
than in January 2003.  On a monthly over-the-year
basis, the Coincident Index has exceeded last year’s
same-month values for three consecutive months
and its 12-month moving average trend line has
turned positive.  In January, two the Index’s four
component were negative.

• Total employment fell for the second month af-
ter ten monthly gains but remains 3.3 percent
higher than one year ago; and,

• Consumer confidence (in the present) declined
after four monthly gains; while,

• Transient occupancy tax collections, adjusted for
inflation and seasonal variation, increased for a
third month in a row; and,

• Sales tax revenues, adjusted for inflation and
seasonal variation, increased for the third time
in four months.

Fairfax County Coincident Index
Monthly Over-The-Year Changes
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Fairfax County Leading Index
Monthly-Over-The-Year Changes

The Fairfax County economy was slowed
by harsh winter weather in January following a
strong fourth quarter performance. Still, all indica-
tors in the Coincident and Leading Indices (except
new auto sales) registered improvement in com-
parison to their respective January 2003 values.
The Coincident Index is now tracking higher fol-
lowing the Leading Index’s strong turning signal at
mid-year.  The leading edge of the Fairfax County
economy, as measured by the Leading Index, con-
tinues to point to a strong expansion with its nine
monthly over-the-year gains and with these accel-
erating in December and January.  The leading in-
dicators and the underlying strength of the County
and metropolitan area economies point to a strong
expansion in 2004.

 Measures of the economy’s current
performance present a somewhat confused picture,
partly because year-end and January labor force
data are still being finalized including methodological
revisions with only state and metropolitan level data
available upon which to base estimates and, more
fundamentally, the types of jobs being created at
this stage of the expansion are more easily under
counted.  Seasonal factors have compounded these
data problems.  So, while the County’s job base
appears to have contracted slightly from December,
this is a seasonal pattern that is normal and, with
this January being colder than normal, the seasonal
difference was likely exaggerated.

Comparing January’s employment in 2003
and 2004 minimizes most of the seasonal differ-
ences.  In January 2004, the estimated employment
base in the County was up 3.3 percent for a gain of
18,756 jobs.  This is the greatest job gain for any
12-month period in three years.  Job growth for
the Washington metropolitan area, reflecting re-
benchmarked data, reported a gain of 47,200 net
new jobs in January.

Unemployment in December was 2.1 per-
cent in Fairfax County (January’s data have been
delayed) and  initial claims for unemployment in-

CURRENT CONDITIONS
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The Fairfax County Leading Index, which
is designed to forecast the performance of the
County’s economy nine to twelve months in advance,
increased to 107.9 in January for a gain of 1.08 per-
cent.  The Leading Index has increased rapidly since
mid-2003 exceeding its previous year’s same-month
values for nine consecutive months.  Its 2004 Janu-
ary value was its highest ever for the month of Janu-
ary and   second highest ever for any month falling
just short of its December 1999 peak.  In January,
four of the Index’s five components contributed to
its gain.

• New automobile registrations increased for the
third time in four months;

• Consumer expectations (consumer confidence
six months hence) gained for the fourth month
in a row;

• Residential building permits registered a second
strong monthly gain and have been up in four of
the last five months; and

• Initial claims for unemployment insurance
decreased (improved) for the third time in four
months; while,

• The total value of residential building permits fell
for the third time in four months.
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NEAR-TERM OUTLOOK

Fairfax County’s Leading indicators are all
positive on an annual basis except for new auto sales
and these were up in January over December.  In
aggregate, the Leading Index has regained its pre-
downturn level and its recent rapid gain suggests a
parallel gain in the Coincident Index over this year’s
third and fourth quarters.  With favorable projections
for the national economy and its performance (GDP
and job growth) expected to build over the year and
into 2005, and with Fairfax County’s current perfor-
mance already leading the Washington region and
nation, expectations for the County’s economy should
be high.

The national Leading Index has increased
for nine consecutive months starting in April 2003
and the Washington Area Leading Index has also
gained for nine consecutive months (May-January).
The outlook for the broader economy is excellent.
Fairfax County’s economy is more elastic than the
remainder of the Washington area and was acceler-
ating faster at the year’s beginning.  This rapid take
off over the past three to four months has positioned
the local economy for growth well surpassing the
projected 4.0 percent gain for the Washington area.
Current projections point to the Fairfax County
economy exceeding 5 percent growth in 2004.

B us ines s  Cycle  Indicators  -- Fair fax County, Virg inia
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surance, the key measure of weakness in the labor
market, dropped 28.0 percent in January from De-
cember and was down 34.9 percent from a year
ago.  In spite of continuing concerns about the job
market, it is performing substantially better locally
than nationally and Fairfax County is out-perform-
ing the local economy (annual job growth was 1.7%
in January) accounting for almost 40 percent of the
Washington area’s employment gains.

Consumer confidence remains fragile.
Media reports and the political debate this election
season have continued to fuel concerns about the
economy’s recovery.  The actual performance indi-
cators show continuing expansion but consumers
and business investors remain cautious.  As a result,
consumer and business spending will continue to see-
saw from month-to-month until the job growth trends
(which always lag the economy’s expansion) achieve
levels that exceed expectations.  In the Washington
area, March and April will produce strong gains as
the tourist season fills in and business travel accel-
erates.  Still, consumer spending has been better so
far in 2004 than it was at  the beginning of 2003 as
anxiety concerning the threat of war in Iraq was
gaining momentum.
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Inquiries should be directed to:

The Fairfax County
Department of Management and Budget

12000 Government Center Parkway, Suite 561
Fairfax, Virginia  22035-0074

(703) 324-2391  or  1-800-828-1120 (TDY)

We are on the web at:
www.co.fairfax.va.us/comm/

economic/economic.htm

Prepared by:
Center for Regional Analysis

George Mason University
http://cra.gmu.edu

F a ir fa x  C o u n ty , V irg in ia  E c o n o m ic  In d ic a to rs
C u r re n t a n d  P re v io u s  M o n th s

Eco n o m ic In d ica to r Es tim ate s Pe r ce n t C h an g e
Jan -04 De c-03 Jan -03 De c- 03 Jan -03
Pr e lim . Fin al Fin a l to t o

Jan - 04 Jan -04

Fair fax C o u n ty  Bu s in e s s  C ycle  In d ica to r s
     Co inc ident Index  ( 1987  = 100) 128 .10 128.19 123 .29 - 0.07 3.90
     Leading  Index  ( 1987  = 100) 107 .90 106.74 104 .20 1.08 3.54

Fair fax C o u n ty  C o in cid e n t  In d e x  C o m p o n e n ts
     Es timated To tal W age  &  Sala ry  Emp loy ment (Seas ona lly  A d jus ted) 594,206 595 ,793 575,450 - 0.27 3.26
     Es tim ated  T o ta l  W age & Sa lar y Em ploym ent (Unad jus ted) 586,440 604,992 567 ,929 -3 .07 3.26
     Trans ien t Oc c upanc y  Tax  ($ '000='87, Smoo thed , Seas ona lly  A d jus ted) 350 336 326 4.17 7.33
     T rans ient O c c upanc y T ax  ( $ '000=C ur rent, Sm oothed  O nl y) 535 547 482 -2 .10 11.03
     Sa les  Tax  Rec e ipts  ( $ '000='87 , Seas ona lly  A d jus ted) 9,449 9 ,041 8,663 4 .51 9.07
     Sa les  T ax  R ec eip ts  ($ '000=C urren t, Unadj us ted ) 9,790 16 ,231 9,198 -39.68 6.44
     South  A tlantic  Cons umer Conf idenc e 106.6 107 .3 88.2 - 0.65 20.86

Fair fax C o u n ty  L e ad in g  In d e x C o m p o n e n ts
     New  A u tomobile Reg is tra tions  (Seas ona lly  A d jus ted) 7,200 7 ,139 7,418 0.85 -2.95
     Au tom ob i l e R egis tra tions  (Unadj us ted ) 6,055 6,218 6 ,239 -2 .62 -2.95
     In it ia l Unemploy ment Cla ims  ( Seas onally  A d jus ted ) 1,085 1 ,507 1,666 -28.04 -34.91
     In i tia l  Unem p loym en t C la im s  (Unad jus ted) 1,529 1,470 2 ,349 4 .01 -34.91
     South  A tlanti c  C ons um er  Ex pec tati ons  ( Unad jus ted) 111.4 105 .4 86.6 5.69 28.64
     Res iden tia l Build ing Per mits  ( Number o f  Units , Seas onally  A djus ted ) 798 570 359 39.97 122.35
     R es iden tia l  Bui ld i ng  Pe rm its  ( N um b er o f Uni ts , Unad jus ted) 587 431 264 36 .19 122.35
     Res iden tia l Build ing Permit V alue ($ '000='87 , Seas ona lly  A d jus ted) 31,077 39 ,183 27,561 -20.69 12.76
    R es iden tia l  Bui l d ing Pe rm it Va lue  ($=C urrent, Unadjus ted) 42,830 53,826 32 ,326 -20 .43 32.49

Fair fax C o u n ty  L ab o r  Fo r ce  (Ja n u a r y  2004  N o t  A va i l a b l e A t P r ess T i m e)
     To tal Labo r For c e  (Seas ona lly  A d jus ted) - - 577 ,053 573,552 -- - -
     T o tal  Lab o r F o rc e  (Unadj us ted ) - - 573,441 566 ,744 - - - -
     Employ ed Labo r Forc e (Seas ona lly  A d jus ted) - - 564 ,946 558,064 -- - -
     Em pl oyed Lab o r F or c e  (Unadj s ted) - - 562,537 551 ,255 - - - -
     Unemploy ed Labo r Forc e (Seas ona lly  A d jus ted) - - 12 ,108 15,488 -- - -
     Unem pl oyed Lab o r F or c e  (Unadj us ted ) - - 10,904 15 ,489 - - - -
     Unemploy ment Ra te (Pe rc en t, Seas ona lly  A djus ted ) - - 2 .10 2.70 - - - -
     Unem pl oym ent R a te  (Per c ent, Unad jus ted) - - 1 .90 2.73 - - - -

Notes :  W here  av a ilable , s eas ona lly  ad jus ted es tima tes  a re  us ed  in  the ind ic es .  In  addition , thos e  ex pr es s ed in dollar  v a lue
(Bu ild ing  Pe rmit V a lue , Trans ien t Oc c upanc y  Tax , and  Sa les  Tax ) a re  ex pr es s ed in c ons tan t 1987 dollars .  In it ia l Claims  are
inv e rted pr ior  to  inc lus ion in the  Lead ing Index ; that is , an  inc reas e in c la ims  r es ults  in  a  dec r eas e  in  the index  and v is a v er s a .
Bec aus e  o f  its  qua rte r ly  c ollec tion  s c hedu le , the Trans ient Oc c upanc y  Tax  is  s moothed .  Unad jus ted data ( i ta l ic s )  and Fa ir f ax
County  Labor  Fo rc e data a re  no t inc luded  in  eithe r  index , bu t a re  s how n  f o r inf o rmational pu rpos es .  A ll per c ent c hanges  a re
c alc ulated f rom un rounded  data .


